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MANCHESTER  STATISTICAL  SOCIETY. 


The  Scarcity  of  Gold  and  the  Remedy. 


'i  X ,‘r\ 


By  Mr.  Robert  Montgomery. 

Vice-President  of  the  Society. 


[Read  A.pril  11th,  1883.]  ^ 

W * ^ 

I PURPOSE  ill  this  paper  to  submit  to  you  some  facts  respecting 
the  production  of  gold  and  the  various  uses  to  which  it  is  applied. 
I shall  state  to  you  what  is  known  of  the  past  production  of  the 
mines  and  of  their  present  earnings,  and  what  hopes  there  are  of 
the  opening  of  new  sources  of  supply.  I shall  also  lay  before  you 
what  is  known  regarding  the  absorption  of  gold  in  the  arts  and 
currencies  of  the  world.  We  can  then  judge  if  gold  is  becoming 
a scarce  commodity,  and  if  its  position  need  occasion  alarm ; and 
we  may  then  determine  what  precautions  it  is  prudent  to  take  for 
our  protection. 

PRODUCTION  OF  GOLD. 

The  completest  returns  that  I have  been  able  to  gather  of  the 
production  of  gold  in  the  world  are  given  in  the  following  table  : — 

Production  of  Gold, 

iears.  Total.  Yearly  Average. 

1493-1800 £491,400,000  £1,595,000 

1801-10  24,480,000  2,448,000 

1811-20  15,760,000  1,576,000 

1821-30  19,600,000  1,960,000 

1831-40  27,960,000  2,796,000 

1841-50  75,440,000  7,544,0  '0 

1851-60  278,040,000  27,804,000 

1861-70  259,720,000  25,972,000 

1871-80  235,410,000  23,541,000 

1881  22.256,000  22,256,000 

1882  21,777,000  21,777,000 

£1,471,843,000 

The  figures  for  1880-2  are  taken  from  the  New  York  Commercial  Chronicle, 
the  rest  from  Dr.  Soetbeer. 
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The  gold  mines  of  the  world  thus  have  yielded  nearly 
£1,000,000,000  since  the  beginning  of  this  century,  and  nearly 
£800,000,000  since  1850.  The  increase  of  their  number  and  the 
extraordinary  development  of  their  fertility  are  shown  by  the  fact 
that  in  this  generation  alone  more  gold  has  been  raised  than  was 
produced  in  three  centuries  before.  Comparing  the  decennial 
periods  from  1851  to  1880,  the  table  shows  a slowly  decreasing 
supply,  but  also  shows  a decline  in  the  rate  of  decrease.  The 
depreciation  which  followed  the  discovery  of  vast  gold  fields 
diminished  their  value  and  checked  production.  The  appreciation 
of  gold  which  naturally  succeeded  has  increased  the  miner’s 
profit,  although  his  processes  have  become  more  costly,  and  is 
stimulating  production. 

The  table  which  follows  shows,  since  1857,  from  what  countries 
the  supplies  of  gold  have  been  drawn.  The  figures  are  not  in 
exact  agreement  with  those  of  the  first  table,  but  the  difference  is 
not  material  to  my  purpose. 


From  the  Neiv  York  Commercial  Chronicle^  Feb.  3rd,  1883. 


Gold. 

1 

Production 

in 

Australia. 

2 

Production 
in  U.  States 
(Mint  esti- 
mate). 

3 

Production 

in 

Russia. 

4 

Production 
of  other 
Countries. 

6 

Total 

Production 
in  World. 

1857  

£ 

12.096.000 

12.762.000 

12.861.000 

11.838.000 

12.635.000 

£ 

11,000,000 

10,000,000 

10,000,000 

9.200.000 

8.600.000 

£ 

3.549.000 

3.454.000 

3.156.000 

3.053.000 

2.980.000 

£ 

2,500,000 

2,500,000 

2,500,000 

2.500.000 

2.600.000 

£ 

29.145.000 

28.716.000 

28.517.000 

26.591.000 

26.715.000 

1858  

1859  

1860  

1861  

Total  *57-61. 
1862  

62,192,000 

48,800,000 

16,192,000 

12,500,000 

139,684,000 

12.933.000 

13.003.000 

11.724.000 

11.805.000 

12.529.000 

7.840.000 
8,000,000 

9.200.000 

10.645.000 

10.700.000 

2.990.000 

2.988.000 

2.862.000 

3.227.000 

3.397.000 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

26.263.000 

26.491.000 

26.286.000 

28.177.000 

29.126.000 

1863  

1864  

1865  

1866  

Total  *62-66. 
1867  

61,994,000 

46,385,000 

15,464,000 

12,500,000 

136,343,000 

10.583.000 

11.051.000 

11.382.000 

9.237.000 

9.605.000 

10,345,000 

9.600.000 

9.900.000 
10,000,000 

8.700.000 

3.377.000 

3.503.000 

4.108.000 

4.414.000 

4.913.000 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

26.805.000 

26.654.000 

27.890.000 

26.151.000 

26.718.000 

1868  

1869  

1870  

1871  

Total  ’fi7-71. 

51,858,000  1 48,545,000 

20,315,000 

12,500,000  1 

133,218,000 
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Gold. 

1 

Production 

. 

in 

Australia. 

2 

Production 
in  U.  States 
(Mint  esti- 
mate). 

3 

Production 

in 

Russia. 

4 

Production 
of  other 
Countries. 

5 

Total 

Production 
in  World. 

^1872  

'^  1873  

^1«74  

^1875  

^tl876  

£ 

8.841.000 
10,609,000 

8.250.000 

8.250.000 

7.243.000 

£ 

7.200.000 
7,200,000 
8.000,000 
8,000,000 

9.670.000 

£ 

4.771.000 

4.500.000 

4.035.000 

4.500.000 

4.500.000 

£ 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

2,500,000 

£ 

28.312.000 

24.809.000 

22.785.000 

23.250.000 

23.913.000 

r-  Total  ’72-76. 

43,193,000 

40,070,000 

22,306,000 

12,500,000 

118,069,000 

1877  

1878  

1879  

1880  

1881  

5,995,000 

5.995.000 

5.943.000 

5.943.000 

6.431.000 

9.690.000 
10,580,000 

8.037.000 

7.440.000 

7.169.000 

5.625.000 

5.785.000 

5.899.000 
5,899,000 
5,899,000 

2.232.000 

2.246.000 

2.596.000 

2.711.000 

2.767.000 

23.542.000 

24.606.000 

22.475.000 

21.993.000 

22.256.000 

Total  ’77-81. 

30,307,000 

42,906,000 

29,107,000 

12,552,000 

114,872,000 

1882  

6,405,000 

6,504,000 

5.948,000 

2,920,000 

21,777,000 

In  the  five  years  from  1877  to  1881  Australasia  only  produced 
30  millions  of  gold,  while  from  1857  to  1861  her  produce  was 
£62,000,000.  The  United  States  produce  less  now  than  they  once 
did,  but  the  table  does  not  exhibit  as  serious  a reduction  of 
supply  from  their  mines.  From  Russia  and  the  x’est  of  the  world 
£25,000,000  more  were  drawn  in  the  latter  half  than  in  the  former 
half  of  the  period  which  is  under  review.  The  decrease  in  the 
production  of  the  States  is  met  by  the  increase  from  Russia.  It 
is  the  large  reduction  in  the  supplies  from  Australasian  mines 
which  accounts  for  the  deficiency  in  the  yield  of  gold  during  recent 
* years. 

The  critical  question  now  requires  an  answer — “ What  are 
the  prospects  of  this  industry  on  which  so  many  interests  depend  ?” 

Australia. — From  the  table  it  will  be  seen  that  the  production 
of  1881  largely  exceeded  that  of  the  preceding  years.  No  official 
returns  for  1882  have  yet  been  received,  but  I gather  from  new’s- 
paper  reports  that  the  output  was  at  least  as  large  for  1881,  and 
probably  was  larger.  The  yield  of  the  Victoria  mines  alone  was 
in  1879,  742,000  oz. ; 1880,  812,000  oz. ; 1881,  886,000  oz. ; 
1882,  1,067,000  oz. 
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From  the  last  report  of  the  Sydney  and  Melbourne  mints  I 
he  ve  prepared  a table  to  show  the  value  of  the  gold  received  for 
coinage  since  1872  : — 


If  72 £2,829,000 

If  73 2,499,000 

If  74 3,423,000 

If  75 4,009,000 

If  76 3,755,000 

If  77 3,100,000 


1878  3,576,000 

1879  4,073,000 

1880  4,550,000 

1881  4,495,000 


£36,309,000 


These  figures  indicate  a steady  growth  of  production  which  is 
n(  .t  apparent  in  the  longer  series.  Skilled  labour  and  expensive 
m achinery  have  been  brought  into  operation.  The  diamond  drill 
g(  es  through  the  hard  basalt  with  a rapidity  which  enables  the 
n;  iner  to  do  in  hours  what  it  took  days  to  do  by  the  older  processes, 
aiLd  scientific  modes  of  treating  the  ore  are  replacing  the  rude 
m ethods  that  were  long  in  use.  These  facts  encourage  a belief  not 
01  ly  that  the  fall  in  production  is  stayed,  as  the  tables  indicate,  but 
tl  at  there  is  a fair  promise  of  a still  larger  output  from  the  mines. 

United  States. — It  is  difficult  to  follow  the  stfitistics  which  come 
fr  )m  the  United  States.  Some  are  for  the  fiscal  year  which  ends 
01.  the  30th  June  ; some  for  the  year  ending  on  the  1st  November ; 
seme  are  made  up  to  the  31st  December.  Mr.  Burchard’s  estimate 
oi  production  for  the  calendar  year  1881  was  £6,940,000,  and  for 
tl.e  fiscal  year  which  closed  on  the  30th  June,  1882,  only 
£6,300,0(T0.  These  last  figures  must  have  darkened  the  hopes  of 
O'  itimists,  and  led  many  to  think  that  gold  mining  in  the  States 
wDuld  soon  be  played  out.  The  Director  of  the  Mint  has,  however, 
si  ace  issued  a return  made  up  to  the  1st  November,  1882,  and 
sliowung  a production  of  <£8,670,000  for  the  year  which  then  ended. 
I]  his  last  statement  is  even  approximately  true  the  mines  have 
y elded  more  than  in  any  year  since  1878,  and  fears  of  a scarcity 

0 ’ supply  may  be  dismissed  for  a time.  The  recent  decline  in 
A merican  production  is  largely  due  to  the  failure  of  the  Comstock 
Icdes.  The  Consolidated-Virginia,  and  the  California  mines  in 

1 ^77  yielded  over  £3,000,000,  but  in  1881  the  whole  county  in 
w hich  they  are  situate  yielded  only  £200,000. 
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The  workings  are  now  chiefly  in  low  grade  ores.  If  these  can 
be  cheaply  extracted  and  reduced  it  is  said  that  a new  lease  of  life 
will  be  granted  to  the  Comstock,  and  to  the  State  of  Nevada. 
^ Writing  of  California,  where  more  than  one  half  of  the  whole 

production  of  the  States  was  raised  in  1881,  Mr.  Burchard,  in  his 
last  complete  report,  describes  the  outlook  as  good.  “ The  old 
superficial  placers  have  been  exhausted  and  left  to  Chinamen,  but 
the  quartz  lodes  have  produced  largely,  and  more  than  half  the 
production  of  the  State  is  obtained  fi'om  the  gravel  of  the  ancient 
river  channels  by  drift  or  hydraulic  power.  Mining  is  becoming 
every  year  more  of  a legitimate  business.  During  the  coming  year 
the  debris  question  wnll  be  solved,  and  hydraulic  and  drift  mining 
will  probably  be  pursued  with  renewed  energy.  It  is  not  likely 
m that  there  will  be  a less  yield  than  the  average  annual  production 

of  the  last  ten  years.”  A recent  obseiwer  quoted  by  Mr,  Paterson 
in  his  work  on  “ Gold,”  says  that,  “ The  great  auriferous  gravel 
beds  of  California  are  hardly  scratched  over,  and  hydraulic  mining 
now  yields  a more  certain  harvest  than  the  raising  of  agricultural 
crops.”  Mr.  Taliesin  Evans  also  writes  in  the  Century  Magazine 
for  January,  1883,  that  the  great  gravel  deposits  of  California  w'ill 
furnish  half  a century’s  vitality  to  the  gold  mining  industry,  and 
are  estimated  still  to  contain  not  less  than  £1,200,000,000  in 
gold. 

Russia. — Mr,  Lansdell,  one  of  the  latest  travellers  in  Siberia, 
and  one  of  the  most  exact  and  trustworthy,  gives  a favourable 
report  of  the  gold  industry,  and  believes  that  its  prosperity  will 
last. 

Professor  Stiss,  the  Austrian  geologist,  in  a book  entitled,  “ Die 
Zukunft  des  Goldes,”  published  about  1877,  predicted  the 
approaching  failure  of  the  gold  supply,  and  M.  de  Laveleye  has 
freely  used  his  authority  in  the  interests  of  bi-metallisiiu  Professor 
Siiss  does  little  more  than  repeat  what  Sir  Roderick  Murchison,  a 
more  eminent  geologist,  said  thirty  years  ago,  when  he  predicted 
the  speedy  exhaustion  of  the  alluvial  deposits  in  virtue  of  a 
Currency  Restriction  Act  of  Natui'e.  It  is  hazardous  to  prophesy 
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ui  less  you  know.  The  older  prediction  was  only  partially  ful- 
fil ied,  and  events  have  not  yet  verified  the  new.  Possibly  at  some 
di  stant  day  the  mines  will  all  be  drained  of  their  gold  ; but  so, 
tco,  our  iron  and  coal  may  one  day  be  all  exhausted.  When  that 
ti  ne  arrives  we  shall  doubtless  have  found  perfect  substitutes. 
A though  the  older  alluvial  deposits  of  Australia,  California  and 
Si  beria  are  far  spent,  we  have  seen  that  even  on  the  same  ground 
by  powerful  machinery,  and  deep  mining,  a large  output  of 
g(  Id  is  obtained.  Wide  tracts  of  Central  Asia,  Siberia,  and 
A istralia,  all  gold  regions,  still  remain  unexplored,  and  in  them 
other  rich  mines  may  be  found.  But  without  trusting  to  a 
m 3re  hope,  the  reports  of  recent  travellers  make  it  evident  that 
tb  ere  are  untouched  reserves  in  existence  from  which  gold  can  be 
di  awn. 

China  and  Thibet. — Mr.  Colquhoun,  in  his  recent  expedition 
tb  rough  the  South  China  border-lands,  saw  large  quantities  of  gold 
b(  ing  prepared  for  the  Burmah  market  by  being  rolled  out  into 
le  if.  Although  the  authorities  do  not  encourage  the  development 
of  the  mines,  and  none  may  be  worked  without  express  and  carefully 
redricted  sanction,  when  China  is  opened  to  trade  these  may 
bt  come  prolific.  Mr.  Lepper  read  before  the  Society  of  Arts,  a 
fe  V weeks  ago,  a very  interesting  account  of  his  travels  among  the 
Si  igphos,  and  along  the  route  from  India  to  China  by  Assam. 
H 3 describes  Bathang  and  Ta-tsien-lu  especially  as  rich  in  gold, 
th  ough  here  again,  on  Chinese  territory,  mining  is  forbidden  under 
pt  nalty  of  death.  The  soil  about  Ta-tsien-lu  is  known  to  be  so 
ri'  ih,  that  men  build  houses  simply  that  they  may  dig  under  them 
fo  • gold  without  discovery.  Major  Badgley  describes  how  the 
n£  tives  of  the  district  lying  south  of  Mr.  Lepper’s  route  spread  out 
sk  ins  of  animals  in  the  rivers  in  the  evening  to  catch  the  precious 
di  st,  which  transmutes  a common  skin  into  a golden  fleece. 
N 3xt  morning  the  skins  are  hung  up  to  diy,  and  the  dust  is 
beaten  out.  Any  large  lumps  the  natives  throw  back,  giving  as 
th3ir  reason  that  if  they  keep  the  fathers  and  mothers,  how 
ca  a they  expect  little  ones  in  future  ! 


A friend  of  Mr.  Lepper,  who  has  lived  twenty-five  years  on  the 
Chinese  frontier  of  Thibet,  also  bears  witness  to  the  wealth  of  the 
district  in  metals  and  minerals.  Gold  is  there  commonly  used  for 
barter,  but  it  is  obtained  by  washing  of  the  crudest  sort,  and  no 
calls  having  been  made  for  centuries  on  the  mines,  the  gold  in  the 
matrix  has  probably  never  been  touched. 

India. — Mr.  Eastwick  has  no  doubt  that  King  Solomon  brought 
from  India  the  vast  quantities  of  gold  which  he  required  for  build- 
ing and  furnishing  his  temple,  and  that  the  Land  of  Ophir  was  near 
to  the  coast  of  Malabar.  It  may  be  accepted  on  the  high  authority 
of  the  late  Dr.  Burnell  that  in  the  eleventh  century  gold  was  the 
most  common  of  the  precious  metals  in  India,  and  that  the  work- 
ing of  the  mines  was  only  interrupted  by  the  great  Moslem  invasion. 
The  reefs  which  are  now  met  with  in  many  parts  of  Southern 
India,  especially  in  Mysore,  are  believed  to  be  composed  of  quartz 
identical  with  the  reef  quartz  of  Eussia  and  Australia.  Mr.  Brough 
Smyth  said,  two  years  ago,  that  not  one-twentieth  part  of  the  gold- 
bearing  land  of  India  had  even  been  prospected,  and  in  the  Wynaad 
alone  this  has  an  area  of  nearly  3,000  miles.  Skill  and  capital 
are  now  being  expended  freely  in  the  development  of  its  resources, 
and  although  the  mines,  like  many  other  ventures,  may  bring  little 
profit  to  the  first  investor,  India  appears  to  have  a fair  chance  and 
a fair  prospect  of  vindicating  her  ancient  fame  as  a land  of  gold. 

Africa. — Captain  Burton,  in  his  “ Wanderings  in  Western 
Africa,”  said  of  the  African  Gold  Coast,  that  it  would  one  day  equal 
six'Califomias.  In  1873,  Captain  Brackenbury  expressed  a similar 
opinion  in  his  narrative  of  the  Ashantee  war.  Captain  Burton  is 
sometimes  rash  in  act  and  statement,  but  last  year  he  made  another 
expedition  to  the  Gold  Coast,  in  the  company  of  Commander 
Cameron,  for  the  purpose  of  examining  the  mines  which  have  been 
opened.  He  writes* : “ Any  one  who  has  eyes  to  see  can  assure 
himself  that  Axim  is  the  threshold  of  the  gold  region.  It  abounds 
in  diorite.  After  heavy  showers  the  naked  eye  can  note  spangles  of 

* *‘To  the  Gold  Coast  for  Gold,’*  vol.  ii.,  pp.  Ill,  113. 


163 


MR.  ROBERT  MONTGOMERY  ON 


th(i  precious  metal  in  the  street  roads.  You  can  pan  it  out  of 
th<  I wall  swish.  The  whole  land  is  impregnated  with  the  precious 
m(  tal.  I find  it  richer  in  sedimentary  gold  than  California  was  in 
18  59.”  The  January  number  of  the  “Proceedings  of  the  Royal 
Gfographical  Society  for  1883,”  contains  a report  by  Mr.  C.  W. 
T1  ompson,  an  Inspector  of  Constabulary,  of  a journey  of  123  miles 
wl  ich  he  made  last  June  from  Accra  to  Prahsue,  through  the  same 
dis  trict.  He  fully  corroborates  Captain  Burton’s  account  of  the 
ri(  hness  of  the  country  in  gold.  In  the  village  of  Asafu  he  saw  it 
CO  lected  in  the  street  gutters  after  rain.  The  difficulties  in  the 
W0  y of  successful  enterprise  are  the  extreme  rudeness  of  the  mining 
im  plements  and  the  laziness  of  the  natives,  whose  heau  ideal  of  life 
is  :o  do  nothing  for  six  days  and  to  rest  on  the  seventh.  This  gold 
dis  trict  has  an  area  of  24,500  square  miles,  and  in  Captain  Burton’s 
j U(  Igment  English  capital,  management  and  machinery,  would  soon 
cai  ise  a flood  of  gold  to  be  poured  from  it  into  Europe.  If  our  fears 
of  scarcity  are  answered  thus  by  a broad  stream  of  new  gold,  we 
sh;  til  be  tempted  to  cry,  like  the  Scotch  clergyman  who  prayed  for 
ge  itle  rain,  but  there  came  a flood,  “0  Lord,  this  is  ridiculous!” 

Spain. — The  last  sensation  is  the  re-opening  of  the  old  Spanish 
miaes  of  Asturias,  which  Philip  II.  shut  up  nearly  300  years  ago. 
TI  is  “golden  valley,”  only  fifty  hours  from  London,  and  ten  to  thirty 
mi  .es  broad  by  eighty  long,  is  said  to  have  still  all  the  character- 
ist  cs  of  a prolific  gold  region. 

I know  that  much  of  the  mining  intelligence  that  we  read 
in  newspapers  is  speculative  and  untrustworthy,  but  I have 
adiuced  strong  evidence  in  proof  of  my  contention,  which  is 
co;  ifirmed  by  the  steady  rise  in  the  receipts  of  gold  from  “ other 
coi  intries,”  that  a fair,  and  possibly  a large  amount,  of  gold  will 
be  drawn  from  new  or  less  known  sources  to  relieve  the  appre- 
he  ided  scarcity. 

CONSUMPTION  OF  GOLD. 

I now  pass  to  consider  the  uses  to  which  gold  is  applied  in  the 
arl  3 and  currencies  of  the  world. 
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Industrial  Arts. — Very  diverse  estimates  are  formed  of  the 
amount  of  gold  which  is  consumed  in  the  arts.  Dr.  Soetbeer 


reckons  that  £11,500,000  are  now  used  yearly  for  this  purpose  ; 
after  allowing  for  old  material,  while  M.  Leroy  Beaulieu  estimates 
the  amount  at  only  £4,000,000. 


TaMe  showing  the  annual  consumption  of  Gold  in  the  arts.* 


Countries. 

Gross  Gold 
consump- 
tion. 

Deductions 
for  old  ma- 
terial re- 
used. 

Net  Gold 
con  ump- 
tion. 

; Kilograms, 

Per  cent. 

Kilograms, 

United  States 

16,000 

10 

13,500 

Great  Britain 

1 20,000 

15 

17,000 

Prance  

21,000 

20 

, 16,900 

Germany  

14,700 

20 

' 11,700 

Switzerland 

15,000 

25 

11,250 

Austro- Hungary 

2,900 

15 

2,465 

Italy  

6,000 

25 

4,500 

Kussia  

8,000 

20 

2,400 

All  above  countries  

97,600 

1 

• • 1 

79,775 

Other  civilised  countries  

5,000 

20  * 

4,000 

Total  

102,600 

♦ • 

83,775 

*From  Dr.  Soetbeer. 


Table  showing  the  production^  the  monetary  amount^  amd  the  consumption  of  Qold 

in  the  arts  from  the  year  1831  to  the  year  1880. 


Years. 

Production  of 
Gold. 

Monetary  amount  of  Gold. 

io-o  '2'S 

fO  o P 

S Si  1 ® ^ Increase. 

-P  5 ^ S 

p o 

Abrasion  of  the 
coin  and  acci- 
dental loss. 

Net  export  to  the 
Orient. 

Net  consumption 
ill  the  arts. 

Decrease  of  latent 
reserve. 

Kilo- 

Kilo- 

Kilo-  Kilo- 

Kilo- 

Kilo- 

Kilo- 

Kilo- 

Kilo- 

grams. 

grams. 

qrarfis.  grams. 

grams. 

grams. 

grams. 

grams. 

grams. 

1831-1840.. 

203,000 

800,000  850,000 

50,000 

3,000 

10,000 

150,000 

40,000 

1841-1850.. 

548,000 

850,000  1,200,000 

350,000 

4,000 

28,000 

200,000 

34,000 

1851-1860.. 

2,018,000 

1,200.000  ' 2,833,000 

1,633,000 

5,000 

100,000 

280,000 

• • • « 

1861-1870.. 

1,885,000 

2,883,000  : 3,841,000 

1.008,000 

7,000 

300,000 

570,000 

• • # • 

1871-1880.. 

1,703,000 

3,841,000  4,690,000 

849,000 

8,000 

120,000 

840,000 

114,000 

1831-lSSO.. 

6,357,000 

800,000  1 4,690,000 

3,890,000 

27,000 

558,000 

2,110,000 

• • • • 

Mr.  Gifien,  in  a series  of  elaborate  articles  which  he  contributed 
to  the  Economist  in  1872,  concluded  that  in  England  £2,000,000 
were  yearly  consumed  in  the  arts  and  manufactures,  because  he 
could  not  otherwise  account  for  the  large  sum  which  was  clearly 
traced  to  the  United  Kingdom,  but  did  not  enter  into  the  coinage. 
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]!  [r.  Burchard,  the  Director  of  the  United  States  Mint,  two  years  ago 
addressed  6,417  circulars  to  firms  in  the  States  who  used  gold  and 
s dver  in  manufactures  and  the  arts.  From  the  answers  which  he 
leceived  it  appeared  that  1,143  firms  consumed  in  their  trades  over 
; 12,000,000  of  gold  in  the  year ; and  from  a comparison  of  these 
laturns  with  those  of  the  New  York  Assay  Office,  Mr.  Burchard 
concluded  that  in  the  United  States  nearly  £2,500,000  of  gold  are 
ttms  annually  absorbed.  An  estimate  of  the  amount  of  gold 
employed  in  the  industries  of  Switzerland,  derived  from  bankers 
end  refiners,  was  submitted  to  the  Paris  Conference  in  1881,  and 
showed  a yearly  consumption  of  over  £1,500,000.  These  inde- 
j endeut  estimates  for  England,  the  United  States,  and  Switzerland, 
I esting  on  the  evidence  of  experts,  agree  substantially  with  those 
cf  Dr.  Soetbeer,  and  support  the  general  accuracy  of  his  tables, 
'[’here  is,  however,  a great  danger  in  all  these  calculations  that  we 
nay  be  reckoning  the  same  amount  twice  over.  Much  of  the 
1 letal  which  is  used  in  the  arts  is  taken  from  the  currency.  If 
i >10,000,000  of  gold  are  coined  into  sovereigns,  £5,000,000  of  these 
g Dvereigns  may  afterwards  be  melted  down  into  watch  cases ; yet 
I ecause  we  seem  to  require  £5,000,000  for  the  arts,  and 

0 >10,000,000  for  currency,  we  are  apt  to  suppose  that  we  are 
ectually  consuming  £15,000,000,  and  to  wonder  where  the  gold 
i } to  come  from.  It  is  said  that  nearly  all  which  is  used  in  Swiss 

1 aanufactures  is  in  the  shape  of  coins,  and  in  the  returns  which 
Mr.  Burchard  collected  for  the  year  1881,  United  States’  coins 
i ormed  one  third  of  the  whole  consumption.  Such  facts  as  these 
lead  me  to  believe  that  Dr.  Soetbeer  has  not  made  a sufficient 
< [eduction  in  his  estimate  for  the  use  of  old  material.  Nevertheless 
1 he  consumption  of  gold  in  the  arts  has  grown  with  such  remark- 
i ,ble  rapidity  that  I accept  his  figures  as  a safe  working  estimate, 
i,nd  out  of  the  yearly  supplies  of  new  gold  I assign  £12,000,000 
1 or  use  in  the  industrial  arts. 

India. — We  must  also  count  upon  a large  and  constant 
ndian  demand  for  gold,  which  is  either  hoarded  or  fashioned  into 
ornaments,  very  little  of  it  now  being  coined.  Two  years  ago, 
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Sir  Eichard  Temple  computed  the  amount  held  in  India  at 
£122,000,000.  The  following  table  shows  the  surplus  imports  of 
gold  from  1836  to  1881  : — 


1836  to  1846  

1846  to  1855  

1856  to  1865  

1866  to  1875  

1876  to  1881  

£3,297,000 

10,282,000 

51,095,000 

36,575,000 

6,730,000 

£107,979,000 

These  figures  exhibit  a diminishing  demand.  I am  aware  that 
during  the  last  two  years  the  imports  have  again  increased.  This 
increase  follows  a time  when  famine  compelled  the  people  to  part 
with  their  gold.  I take  it  as  a sign  that  prosperity  has  returned  to 
India,  and  that  her  people  have  the  power  to  recover  their  lost 
treasure  and  to  add  new  gold  to  their  hoards.  It  is,  however, 
unsafe  to  draw  conclusions  from  the  figures  for  two  years.  The 
average  surplus  import  for  the  ten  years,  from  1872  to  1881  was 
£1,600,000.  If  we  assume  that  India  will  require  £2,000,000  a 
year,  we  make  an  adequate  allowance  for  the  wants  of  a country 
which  has  already  £120,000,000  in  her  possession,  and  needs  none 
of  it  for  her  currency,  and  which  in  the  three  years,  from  1877  to 
1879,  was  able  to  export  to  England  £4,600,000  in  gold.  India 
plainly,  can  spare  some  of  her  treasure,  and  probably,  under 
pressure,  much  more  if  it  could  be  drawn  back  into  the  active 
service  of  the  world’s  trade. 

We  may,  then,  estimate  that  the  industrial  arts  and  India  will 
, together  absorb  £14,000,000  of  gold.  This  is  an  enormous  sum 

to  spend  every  year  chiefly  upon  decorative  work  and  objects  of 
luxury,  and  no  more  striking  evidence  of  the  growth  of  wealth 
‘ and  of  the  love  of  splendour  can  be  found  than  in  Dr.  Soetbeer’s 

table,  which  shows  that  the  consumption  of  gold  upon  the  arts  has 
increased  fourfold  during  the  past  forty  years.  Between  1851  and 
4 1860,  the  gold  thus  consumed  was  only  one-sixth  of  that  coined 
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ii  to  money;  but  between  1871  and  1880  the  amount  absorbed  by 
t]  le  arts  was  as  large  as  the  whole  increase  for  the  time  in  the 
g)ld  money  of  the  world. 

This  great  change  in  the  distribution  of  gold  has  an  element 
0 ' danger  in  it  which  is  worthy  of  notice.  The  gold  which  is  made 
ii  ito  coin  is  put  into  a convenient  form  for  storing  value,  and  has 
a long  life  before  it ; but  a very  large  part  of  what  is  consumed  in 
t le  arts  by  potters,  electro-platers,  dentists,  the  makers  of  paper- 
t angings,  and  of  tapestry,  may  be  said  to  perish  in  the  using.  If 
V e go  on  consuming  more  and  more  gold  in  luxurious  adornment, 

■V  e are  destroying  much  that  we  have  been  wont  to  save  in  the 
s lape  of  money,  and  we  are  diminishing  to  this  extent  our  available 
reserves.  It  is  only  the  growing  dearness  of  gold,  if  this  be 
c Dming,  that  will  correct  our  excesses,  and  compel  us  to  be  less 
1;  i,vish  in  its  use. 

This  change  of  distribution  has  another  important  issue.  So 
1(  tng  as  gold  was  mainly  iised  for  currency  it  might  speciously  be 
a I'gued  that  governments  could  settle  its  value  among  themselves. 
I ut  if  more  than  one  half  of  the  new  production  is  employed  in 
t le  arts,  and  if  this  industrial  use  is  rapidly  growing,  it  is  not  the 
r lonetary  but  rather  the  industrial  demand  that  will  govern  the 
^alue  of  gold,  and  it  will  be  impossible  for  the  states,  which 
convert  that  gold  into  money,  by  any  treaties  or  edicts,  to 
c etermine  its  value  as  they  please. 

CURRENCIES. 

The  largest  part  of  the  gold  which  has  been  raised  in  the 
I'orld  has  gone  into  currency,  and  a considerable  share  of  the 
] early  production  is  still  required  for  current  money.  Dr.  Soetbeer 
1 as  found  by  minute  enquiry  that  the  gold  minted  by  the  chief 
Dates  of  the  civilised  world  between  1851  and  1875  amounted  to 
. ’800,000,000,  while  according  to  his  own  tables  the  production  for 
Ihis  period  was  only  £655,000,000.  Mr.  Burchard  estimates  the 
< oinage  of  the  world,  for  the  three  years  1879  to  1881,  at 
.J75, 000,000,  against  a production  of  £66,000,000.  Clearly  the 
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the  same  gold  has  passed  more  than  once  tln^ough  the  melting-pot, 
indifferent  whether  it  takes  the  form  of  a sovereign,  a napoleon,  or 
■4  a mohur.  In  many  cases,  moreover  bullion  is  turned  into 

coin,  not  because  new  money  is  required  but  as  the  readiest  mode 
of  realising  the  value  of  the  metal.  Some  countries,  again,  having 
a forced  paper  currency,  use  very  little  coin.  Therefore,  I do  not 
lay  stress  upon  these  general  statistics.  The  operations  w^hich 
they  record  are  too  irregular  to  permit  us  to  gather  from  them 
any  safe  estimate  of  the  amount  of  gold  that  is  required  for  the 
monetary  circulation  of  the  world. 

If  we  turn  to  the  records  of  the  English  mint  in  the 
hope  of  finding  a surer  guide,  we  learn  that  it  coined  in  gold 
* pieces — 

From  1862  to  1871,  £53,179,000,  Average,  5,318,000. 

„ 1872  to  1881,  £32,479,000.  „ 3,248,000. 

For  the  last  ten  years— 1873  to  1882— the  average  has  been 
£1,722,000,  or,  deducting  the  light  gold  which  was  re-coined,  only 
£871,000.  We  have,  it  is  true,  many  refined  expedients  for 
economising  money, ' and  it  is  apparent  that  of  late  we  have 
required  less  gold  coin ; but,  on  the  other  hand,  we  are  rich, 
enterprising,  and  lavish.  Probably,  then,  after  all  deductions,  we 
shall  be  right  in  assuming  that  £2,000,000  a year  will  provide  for 
the  w^ear  and  tear  of  our  gold  coinage. 

^ We  do  not  charge,  as  we  ought  to  do,  any  seigniorage  on  our 

gold  coins,  but  we  give  in  them  the  fullest  value.  Therefore  they 
are  cariied  all  over  the  wwld,  and  in  some  countries  even  take 
the  place  of  a national  coinage.  Mr.  Crawfoi’d  reported  to  Lord 
Derby  at  the  end  of  1876,  that  the  number  of  English  gold  pieces 
circulating  in  Portugal  was  200  to  every  Portuguese  gold  coin. 
In  Canada,  and  at  the  Cape,  also,  English  sovereigns  are  current 
^ money.  Our  average  net  export  of  gold  to  these  three  countries — 

the  Cape,  Canada,  and  Portugal — from  1872  to  1881,  was  about 
£1,200,000  a year.  Adding  their  population  to  ours,  there  is  a 
• i total  of  46,000,000  of  people,  for  most  of  whom  — say  for 
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40,000,000 — we  manufacture  a gold  currency.  For  the  wants 
of  these  40,000,000  of  people,  £2,000,000  a year  appears  to  be  the 
provision  which  is  required,  I have  put  into  the  appendix  a table  of 
the  population  of  the  countries  which  are  under  the  gold  system. 
In  these  countries  there  are  200,000,000  of  people  who,  according 
to  our  English  scale,  would  require  £10,000,000  a year  in  gold 
for  the  ordinary  renewal  and  extension  of  their  currencies.  The 
arts,  India,  and  the  gold  currencies  of  the  world  would,  on  this 
hypothesis,  which  is  purely  tentative,  absorb  yearly  £24,000,000, 
or  at  least  £2,000,000  beyond  the  present  supply. 

The  gold  circulation  of  the  world  is  usually  computed  to  be 
about  £700,000,000.  M.  Leroy  Beaulieu  sets  it  as  high  as 
£1,000,000,000,  but  for  the  smaller  figures  of  £650,000,000  to 
£700,000,000  we  have  the  authority  of  Dr.  Soetbeer  and  of  Mr. 
Burchard  (Appendix  B).  The  countries  which  in  form  or  in  fact 
have  a gold  standard — I now  include  France  and  Belgium  among 
them — have  a population  of  about  250,000,000.  Their  gold 
currency  amounts  to  nearly  £600,000,000,  or  an  average  of  48s. 
per  head.  Dr.  Broch  stated  at  the  last  Paris  Conference,  that 
in  Scandinavia  25  francs  in  gold  for  each  person  was  found  to  be  a 
sufficient  provision  ; 35  francs  or  28s.  is  generally  considered  to  be 
a fairer  allowance,  and  at  this  rate  only  £350,000,000  would  be 
required  instead  of  £600,000,000.  At  the  rate  of  £2  per  head 
£500,000,000  would  amply  supply  the  wants  of  the  countries 
where  gold  is  current  money,  and  would  leave  for  extraordinary 
demands  a margin  of  £100,000,000. 

Upon  my  last  hypothesis,  using  an  English  standard,  there 
was  a deficiency  of  £2,000,000  or  £3,000,000  a year  in  the 
supplies  needful  to  sustain  our  gold  systems.  But  if  the  existing 
circulations  are  excessive,  so  long  as  we  can  draw  upon  them  there 
will  be  no  scarcity  of  gold,  even  though  the  supplies  from  the 
mines  run  short. 

According  to  Dr.  Soetbeer’s  tables  the  production  of  gold  in 
the  world  before  1851  was  £655,000,000,  and  from  1851  to  1882 


THE  SCARCITY  OF  GOLD  AND  THE  REMEDY. 


173 


♦ 


^0 


4i 


♦ 


A 


it  was  £817,000,000,  The  stock  has  much  more  than  doubled 
since  1850,  and  the  metal  is  so  durable  that  the  annual  loss  by 
abrasion  and  casualties  does  not  amount  to  a quarter  per  cent. 
The  English  sovereign  only  loses  yearly  by  wear  about  one  part 
in  2,500  of  its  weight. 

Currencies  are  full  because  all  the  money  that  can  be 
spared  is  now  put  out  to  usury.  Cheques  and  bank  credits  have 
become  the  chief  instruments  of  trade,  and  have  left  coin  much 
less  and  much  humbler  work  to  do.  It  may  therefore  be  perfectly 
safe  to  allow  now  for  a gold  circulation  only  30s.  per  head,  while 
40s.  was  once  a necessary  provision.  In  the  continued  growth  of 
these  banking  economies  lies  our  hope  that  the  smaller  amount  of 
new  gold  that  we  can  now  afford  for  the  currencies  will  be  suffi- 
cient for  their  maintenance.  In  the  millenium,  when  everybody 
will  keep  a banking  account,  the  scarcity  of  gold  will  have  lost 
all  its  terrors. 

Currencies  are  also  full  because  the  great  abundance  of  gold  in 
late  years  encouraged  the  use  of  it  for  coinage. 

From  1865  to  1878  France  and  Belgium  coined  in  gold  ...  £106,000,000 

„ 1869  to  1882  Spain  „ ...  45,000,000 

„ 1872  to  1880  Germany  „ ...  80,000,000 

,,  1874  to  1882  United  States  „ ...  97,000,000 

£328,000,000 

These  large  operations  caused  no  dearth  of  gold  for  the  ordinary 
wants  of  the  world,  but  were  effected  out  of  reserves,  old  coinages, 
or  new  supplies.  Italy  also  has  in  the  last  three  years  been 
gathering  £18,000,000  of  gold  in  preparation  for  her  resumption 
of  specie  payments,  without  exciting  alarm. 

Such  heroic  enterprises  are,  however,  not  likely  soon  to  be 
renewed.  Germany  is  full  of  gold,  and  is  rather  tired  of  monetary 
reform.  Italy  has  a stock  of  £31,000,000,  and  although  this  is 
not  a large  sum  for  her  population,  she  will  for  a long  time  be 
unwilling  to  come  into  the  market  for  more.  She  may  even  be 
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content  with  less  when  the  first  strain  of  resumption  is  over, 
and  may  dispose  of  a part  of  her  stock.  France  is  gradually 
adopting  banking  economies.  Her  population  is  almost  stationary. 
She  may,  therefore,  be  glad  to  sell  her  surplus  gold  to  poorer 
countries.  She  has  £5  per  head  in  circulation,  and  if  she  even 
were  to  adopt  a gold  standard  she  would  have  sufficient  gold 
to  take  the  place  of  the  large  silver  pieces  in  her  circulation. 
The  Comptroller  of  the  Currency  says  in  his  last  report  that  the 
addition  to  the  coinage  of  the  United  States  has  been  in  advance 
of  the  legitimate  calls  of  business.  The  withdrawal  of  silver  certi- 
ficates and  the  contraction  of  the  note  issues  may  increase  the 
circulation  of  gold,  and  provision  must  be  made  for  the  wants 
of  a population  rapidly  growing  and  widely  scattered.  No  special 
demand  for  gold  is,  however,  likely  to  come  from  the  States. 

If  Austria,  Eussia,  China,  and  India  were  to  conspire  to  upset 
their  old  currencies  and  to  swoop  down  upon  our  stock  of  gold 
there  would  not  be  enough  for  all.  Austria  and  Eussia  will  be 
competitors  with  other  countries  whenever  they  establish  an 
effective  specie  circulation,  but  this  danger  is  remote,  and  when 
they  come  into  the  market,  possibly  they  may  find  abundant 
supplies. 

Austria  has  had  a long  series  of  deficits.  She  has  made  no 
sign  of  effort  to  redeem  her  paper  money,  and  shows  no  disposition 
to  get  rid  of  the  silver  currency  which  suits  her  people. 

Eussia  also  has  a forced  circulation  of  £120,000,000,  and 
although  gold  is  native  to  her  soil,  it  is  ill-fitted  to  form  the 
currency  of  a poor  and  half-barbarous  race.  She  will  certainly 
endeavour  to  reduce  her  debts  and  deficits  before  she  undertakes 
the  charge  of  replacing  her  paper  with  gold. 

The  great  silver  using  countries  of  the  East  are  not  likely  to 
require  any  gold  for  currency.  If  India  ever  adopted  a circulation 
of  gold  she  would  start  with  large  hoards  in  her  possession, 
which  she  might  then  put  to  a practical  use.  But  the  English 
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Government  has  strong  reasons  for  wishing  to  extend  the  use 
and  authority  of  silver  rather  than  to  supersede  it  by  a gold 
currency. 

Upon  a review  of  the  evidence,  I come  to  the  conclusion  that 
there  is  at  present  no  scarcity  of  gold  for  the  purposes  of  circu- 
lation. £7,000,000  or  £8,000,000,  which  is  the  residue  of  a 
year’s  supply  after  the  industrial  and  Indian  demands  are  met,  is 
a small  but  sufficient  allowance  in  quiet  times  like  the  present, 
when  no  great  monetary  schemes  are  in  progress,  while  the 
existing  currencies  will  bear  depletion,  and  w'hen  the  increase 
of  banks  and  banking  credits  is  tending  to  curtail  the  use  of  coin. 

RESERVES. 

The  gold  which  enters  a country  commonly  finds  its  way  into 
active  circulation,  or  in  into  the  state  or  bank  reserves.  At  the 


end  of  the  year  1882  there  were  in 

The  United  States  Treasury,  about £26,000,000 

The  Bank  of  England 20,395,000 

The  Bank  of  France  38,500,000 

The  Austro-Hungarian  Bank 7,916,000 

The  Imperial  Bank  of  Germany,  about  8,000,000 

The  Imperial  Bank  of  Russia,  about 8,000,000 


in  gold.  The  stock  in  the  Bank  of  France  has  again  increased 
this  year,  and  now  amounts  to  nearly  £40,000,000,  a further 
evidence  that  French  circulation  is  saturated  with  gold. 

These  gold  reserves  support  vast  systems  of  national  credit  in 
the  shape  of  State  notes,  bank  notes,  and  bills,  and  ought  to  give 
to  these  due  security.  They  also  serve  to  meet  any  sudden  calls 
which  other  countries  have  the  power  to  make,  and  to  adjust  any 
balances  of  international  trade  which  have  to  be  settled  in  gold. 
The  spread  of  banks  and  financial  houses,  and  the  creation  of  a 
new  money  in  the  form  of  securities  marketable  on  every  Stock 
Exchange,  have  diminished  the  need  for  using  gold  in  the  discharge 
of  international  debts.  Except  for  high  tariffs,  which  hinder  the 
free  course  of  trade,  foreign  balances  would  always  be  settled  in 
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securities  or  in  produce,  and  no  gold  would  on  such  an  errand  ever 
pass  the  frontier.  Quick  trains  and  steamers,  telegraphs,  Suez 
Canals,  Mont  Cenis  Tunnels,  have  also  diminished  the  necessity  for 
keeping  large  stocks  of  gold  against  a foreign  demand,  because 
reserves  can  now  be  swiftly  replenished. 

Whenever  the  countries  which  issue  great  masses  of  paper 
accept  the  duty  of  putting  them  on  a safe  footing,  they  will  have 
to  gather  for  the  purpose  large  reserves  in  silver  or  gold.  The 
considerations  which  I have  just  stated  indicate  that  until  they 
are  prepared  to  undertake  this  task  the  pressure  for  reserve  gold 
will  be  less  severe  than  heretofore. 


In  estimating  the  probable  demands  of  the  countries  which 
employ  gold  in  their  currencies  and  reserves,  I have  not  provided 
for  an  increase  of  population,  because  I anticipate  that  banking 
economies,  which  reduce  the  consumption  of  coin,  will  grow  as 
rapidly  as  population  extends.  Trade  and  wealth  have  grown 
faster  than  population,  and  I purpose  shortly  to  examine  how 
far  this  growth  requires  an  increased  supply  of  gold  for  its 
support.  A few  leading  figures  will  illustrate  my  argument. 

Imports  and  Exports  of  United  Kingdom. 


1854  £250,000,000 

1861  343,000,000 

1867  456,000,000 

1882  653,000,000 


Gross  A nnual  Amount  of  Property  and  Profits  assessed  in  United  Kingdom. 

1854  £308,000,000 

1861  336,000,000 

1880  577,000,000 


1800 

1840 

1860 

1865 

1875 


National  Wealth  of  United  Kingdom. 

On  authority  of 

Beck  and  Pulteney £1,800,000 

Porter  4,000,000 

Leone  Levi 6,000,000 

Giffen  6,113,000 

Giffen  8,548,000 


Railway  Traffic^  Total  Receipts, 


1861  £28,000,000 

1867  39,480,000 

1881  63,873,000 


I London  Clearing  House,  Returns. 


1867-1868 

1877-1878 

1881-1882 


£3,257,000 

5.067.000 

6.383.000 


( 


Tonnage  of  British  and  Foreign  Vessels  Entered  and  Cleared. 


Tons. 

1867  32,756,000 

1371' 41,548,000 

1881  57,950,000 


Railway  Receipts  in  France. 

1860  £16,000,000 

1870  25,000,000 

1880  41,000,000 

Number  of  Aides  of  Railroad  in  operation  in  United  States. 

1851  10,982 

1861  - 31,286 

1871  60,293 

1881  1H813 


Imports  and  Exports, 


France.  United  States. 

1871  £289,000,000  ...  £207,000,000 

1881  428,000,000  ...  322,000,000 


These  figures  make  clear  how  great  the  development  has  been  in 
Home  and  Foreign  Trade,  and  in  the  wealth  of  the  United  King- 
dom. In  our  closest  rivals,  France  and  the  United  States,  a 
similar  growth  is  apparent. 


i 


The  tables  which  follow  are  designed  to  show  the  proportion  of 
coin  or  notes  -which  has  been  used  by  Banks  at  stated  periods 
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in  the  settlement  of  business  transactions.  For  some  of  them  I am 
indebted  to  one  of  our  honorary  secretaries,  Mr.  Pownall. 

Percentage  of  Coin  and  Notes  in  turn  over  of  Manchester  Bank. 


1859 53% 

1864 42%  9%  (coin  only) 

1872 32% 

1881 20%  6%  (coin  only) 


LONDON. 


Percentage  of  Coin  and  Notes  in  Receipts. 

1864. 

Lubbock. 


Bank  of  England  Notes 5*0 

Coin  0*6 

Towti  Customers — 

Bank  of  England  Notes  2*2 

Coin 0*6. 


1881. 

London  Clearing 
Banks. 

2-349 

0*956 

2039 

0-728 


Percentage  of  Gold  in  Receipts, 


1881. 

London  0*73 

Edinburgh  0*55 

Dublin 1*57 

New  York  0*28 

Other  principal  American  Cities  0*76 

Elsewhere  in  United  States 2*05 


Bank  of  France, 

1877. 


Transactions  by  Transfer 55*11  percent. 

„ „ Bank  Notes 39*56  „ 

» » Coin 5-33 


100 

There  are  no  comparative  statistics  of  the  nse  of  gold  at  different 
periods,  except  for  London  and  Manchester,  In  Manchester,  there 
has  been  a conspicuous  decline  in  the  use  of  it.  In  London,  the 
proportion  of  coin  has  slightly  increased,  but  there  has  been  a 
diminution  in  coin  and  notes  combined  in  one  item  of  money. 
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Manchester  is  a fair  sample  of  provincial  England,  and  from  the 
figures  which  I have  quoted  there  is  reason  to  conclude  that  over 
the  whole  country  the  proportionate  use  of  gold  has  diminished. 
The  drift  of  our  population  is  from  rural  districts  into  towns. 
In  centres  of  trade  where  credit  is  highly  organised,  coin  is 
less  used  than  in  country  places  where  poimlation  is  sparse  and 
banks  are  few.  Only  one  sovereign  is  used  in  London  for  fifteen  in 
the  rest  of  the  country.  As  population  increases,  as  villages  grow 
into  towns  and  towns  into  cities,  the  place  of  gold  in  the  circulation 
is  taken  by  cheques,  so  that  the  paradox  may  be  true  that  the 
more  people  a country  contains,  the  less  gold  it  wants.  In  1851, 
there  was  in  the  United  Kingdom  one  bank  to  every  15,500  ; there 
is  now  one  bank  to  every  9,000  inhabitants,  collecting  scattered 
hoards  of  money  into  central  reserves.  Clearing  Houses  also  are 
extending  the  economies  of  our  banking  system.  Even  the 
smallest  accounts,  as  bankers  know  to  their  trouble,  are  often  paid 
by  cheque.  Out  of  ten  thousand  which  lately  passed  through 
the  London  Country  Clearing,  25  per  cent  were  for  sums  under 
£5.  In  the  L^nited  Kingdom,  then,  it  is  fair  to  assume  that  gold 
will  continue  to  be  saved,  and  that  the  proportionate  use  of  it 
in  the  country  at  large  will  gradually  dwindle  towards  the 
London  scale. 

It  is  also  fair  to  assume  that  since  foreign  countries  are 
gradually  adopting  our  banking  habits — Germany,  for  example,  is 
only  just  introducing  a cheque  system — a like  economy  will 
in  them  also  be  effected  in  the  use  of  gold.  How  far  liehind 
France  has  hitherto  lagged  in  the  employment  of  bank  credit  is 
evident  from  the  return  of  the  Bank  of  France,  which  shows  that 
only  55  per  cent  of  her  transactions  were  in  transfers,  against 
97  per  cent  in  the  London  Clearing  Banks.  But  M.  Leroy  Beaulieu 
truly  says  of  her  : “ Quant  a nous  il  ne  nous  en  coute  point 
d’afffrmer  que  quand  la  France  sera  devenue  deux  fois  plus 
industrieuse  qu’elle  n’est,  deux  fois  plus  riche,  deux  fois  plus 
instruite,  clle  aura  besoin  de  moiti**  moius  d’or  qu’il  ne  lui 
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en  faut  aujourd’hui.  Au  lieu  de  cinq  milliards  d’or  deux 
milliards  et  demi  lui  suffiront  pour  de  transactions  qui  auront 
peut-etre  quintuple.”  And  what  he  says  of  France  may  be 
affirmed  of  other  civilized  countries. 

It  is  impossible  to  decide  exactly  how  far  the  growth  of  trade 
and  wealth  has  outrun  the  use  of  substitutes  for  gold,  and  to  settle, 
therefore,  how  many  millions  of  new  gohl  the  world  each  year 
requires  for  the  support  of  new  trade  and  larger  wealth.  The  data 
are  imperfect,  and  we  are  compelled  to  judge  from  tendencies 
rather  than  completed  facts.  We  are,  however,  able  to  show  by 
figures  that  England  has  required  a very  small  increase  in  her  gold 
compared  with  the  increase  in  her  trade.  From  the  years  18G7  to 
1882  the  balance  of  gold  imported  into  the  L nited  Kingdom  was 
£37,717,000,  or  an  average  of  £2,357,000  a year.  The  gold  coined 
at  our  mint  from  1867  to  1882  was  £54,231,000,  or  au  average  of 
£3,389,000  a year.  Dividing  the  period  into  two  parts,  in  the 
first  the  gold  imported  on  balance  was  £35,049,000,  in  the  second 
only  £2,668,000 ; in  the  first  part  the  coinage  of  gold  amounted  to 
£41,862,600,  in  the  second  to  £12,371,551.  Notwithstanding 
this  diminution  of  imports  and  coinage,  the  bullion  reserve  of  the 
Bank  of  England  at  the  end  of  1882  was  £20,395,000,  against 
£19,248,000  which  she  held  at  the  end  of  1866.  Thus,  although 
trade  and  wealth  have  advanced,  and  our  population  has  risen  from 
30  to  35  millions,  yet  the  consumption  of  new  gold  has  continued 
to  decline.  If  foreign  countries  with  gold  currencies  develop  their 
banking  systems,  and  learn  to  use  gold  as  irugally  as  we  do,  they 
will  not  only  require  a very  small  yearly  increment,  but  some  of 
them  will  be  able  to  spare  a portion  of  their  stock  for  less 
fortunate  neighbours. 

Dr.  Soetbeerhas  estimated  the  production  of  gold  between  1492 
and  1850  at  £654,000,000.  He  puts  the  monetary  amount  in  the 
world  in  1850  at  no  more  than  £164,000,000,  a very  safe  and 
modest  figure  in  comparison  of  other  estimat<is.  The  annexed  table 
shows  in  a summary  form  the  concurrent  movement  of  gold  money 
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in  the  world,  of  our  own  gold  currency,  of  the  trade  of  the  world, 
and  of  our  own  trade  since  1850  ; 

Monetary  gold  Imports  & exports  Imports  & exports  United 

^ in  the  world.  of  the  world.  of  the  United  Kingdom 

Kingdom.  Gold  coin. 

1850  ...  £164,000,000  ...  — ...  £220,000,000  ...  £80,000,000 

1860  ...  388,000,000  ...  £1,580,000,000  ...  375,000,000  ...  85,000,000 

1870  ...  526,000,000  ...  2,160,000,000  ...  547,000,000  ...  95,000,000 

1880  ...  643,000,000  ...  2,960,000,000  ...  698,000,000  ...  100,000,000 

It  will  be  seen  from  this  table  that  the  circulation  of  gold, 
notwithstanding  the  large  absorption  in  the  arts,  has  moved  fairly 
in  measure  with  expanding  trade,  though  less  rapidly  in  the  later 
than  in  the  earlier  periods.  It  is  this  declining  rate  of  increase 
that  has  roused  alarm  ; nevertheless,  considering  how  large  a part 
the  varied  forms  of  credit  now  play  in  the  settlements  of  trade,  how 
rapid  are  the  means  of  transit  and  remittance,  and  how  quickly 
goods  are  paid  for  in  goods,  the  reduced  proportion  of  gold  should 
not  excite  any  serious  apprehension.  The  £660,000,000  now  in 
circulation  carry  on  the  commerce  of  the  world  as  effectively  as 
the  £388,000,000  supported  the  smaller  business^  which  was 
done  in  1860. 

The  conclusion  to  which  I have  come  is  that  there  is  no  dearth 
of  gold  for  the  present  wants  of  the  world.  There  are  a few  signs 
of  diminution  in  the  produce  of  the  mines,  and  the  industrial  arts 
are  now  claiming  a much  greater  share  of  the  supply  ■,  but  either 
out  of  the  new  production  or  the  large  existing  monetary  stock  any 
probable  demands  for  currency  can  be  met. 

REMEDIES. 

My  conclusion  depends  on  two  assumptions,  that  the  present 
rate  of  supply  continues,  and  that  no  great  change  occurs  in  the 
currency  systems  of  the  world  to  increase  the  demand  for  gold. 
The  produce  of  the  mines  may,  however,  fall  off,  or  the  pressure 
for  gold  may  become  severe,  and  therefore  it  is  safe  and  wise  to  be 
provident  in  the  use  of  gold.  In  view  of  a possible  scarcity, 
f two  remedies,  or  rather  prophylactics,  merit  attention. 
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I.  The  use  of  Silvej'  instead  of  Gold. — Silver  may  often  serve 
tlie  purpose  of  currency  as  well  as  the  dearer  metal,  and  may  be 
used  with  advantage  instead  of  it.  By  stopping  the  coinage  of 
small  pieces  in  gold  and  by  calling  them  in,  when  this  is  possible, 
an  economy  in  the  use  of  gold  may  safely  be  effected.  Under  her 
new  regime,  up  to  the  end  of  1880,  Germany  had  coined  in  gold, 
449,000,000  of  marcs  in  ten  marc  pieces,  and  28,000,000  in  five 
marc  pieces;  but  at  the  Paris  Conference  in  1881  she  made  the 
considerate  offer  to  withdraw  the  whole  of  the  latter  coinage,  and 
substitute  for  it  silver  pieces.  This  would  have  saved  £1,500,000 
in  gold.  M.  de  Thoerner,  the  Eussian  delegate,  suggested  to  the 
Conference  that  the  same  policy  should  be  applied  to  gold  coins 
of  ten  francs  and  ten  marcs.  He  said,  “II  suffirait  que  la 
“plupart  des  Etats  de  I’Europe  se  docidassent  k adopter 
“ cette  mesure  pour  dimimier  de  moitie  les  perils  dont 
“la  penurie  d’or  menace  1’  Europe  daus  1’ avenir.”  He  calculated 
that  £20,000,000  of  gold  would  in  this  way  be  set  at  liberty  by 
Germany  alone,  and  a further  sum  of  £60,000,000  by  France,  and 
the  other  metallic  countries.  Herr  von  Dechend,  President  of  the 
German  Imperial  Bank,  estimates  that  in  the  United  States  and 
Europe  (omitting  Austro-Hungary  and  Russia)  the  gold  pieces 
and  bank  notes  of  lower  denominations  than  20  francs  amount  to 
£100,000,000.  France  has  coined  £9,000,000  in  five  franc  pieces 
and  £40,000,000  in  ten  franc  pieces  since  1849.  In  England,  from 
1872  to  1882,  we  coined  in  round  numbers  £8,000,000  of  half 
sovereigns,  and  probably  £20,000,000  are  now  in  circulation.  These 
small  gold  coins  are  intended  for  domestic  and  not  for  international 
trade,  and  they  rarely  travel  beyond  the  limits  of  the  country 
which  issues  them.  They  are  soon  worn  and  easily  lost.  Even 
coins  of  the  size  of  our  own  half-sovereign  rapidly  lose  weight,  and 
most  of  them  are  very  light.  The  smallest  pieces  may,  in  any 
event,  conveniently  be  replaced  by  silver,  and  if  the  supplies  of 
gold  run  short  silver  coin  may  be  issued  to  replace  the  rest  of 
the  gold  pieces  of  ten  francs,  ten  marcs,  and  ten  shillings. 
Further,  I have  no  objection  on  principle  to  raise  to  £4  the 


THE  SCARCITY  OF  GOLD  AND  THE  REMEDY. 


183 


limit  by  which  a payment  in  silver  is  now  restricted  to  £2,  and 
there  may  be  a small  advantage  in  such  a change.  These  are  safe, 
practical,  and  scientific  modes  of  anticipating  a scarcity  of  gold, 
and  deserve  to  be  tried  before  the  adoption  of  any  other  bi-metallic 
schemes. 

2.  The  use  of  Notes  in  place  of  Gold. — If  silver  may  often  be 
fitly  used  instead  of  gold,  sometimes  an  economy  of  gold  may  also 
be  judiciously  effected  by  a freer  use  of  notes. 

I know  that  the  fiduciaiy  circulation  of  many  European  States  is 
excessive  in  amount  as  well  as  unsound  in  character.  Russia  alone 
has  £120  millions,  and  Austria  £60  millions,  in  forced  currency, 
most  of  it  uncovered  by  bullion.  In  a paper  which  I read  before  this 
Society  in  1860, 1 pointed  out  that  a large  mass  of  the  small  notes  in 
these  circulations  ought  to  be  supplanted  by  silver,  and  I think  that 
Mr.  Moxon  has  supported  so  legitimate  a mode  of  increasing  the  value 
of  the  metal.  In  Austro-Hungary  State  notes  from  2s.  to  10s. 
circulate  to  the  amount  of  £17,000,000.  In  Italjq  under  the 
new  scheme,  there  will  be  nearly  £14,000,000  in  notes  of  5 and 
10  lire.  Even  in  the  United  States  the  legal  tender  notes  for 
one  and  two  dollars  amount  to  nearly  £10,000,000. 

There  are  countries,  however,  where  the  circulation  of  notes, 
well  guarded  and  based  on  specie,  might  with  economy  and  safety 
be  enlarged.  The  circulation  of  the  United  States  has  ceased  to 
expand,  and  now  is  even  contracting  under  the  severe  conditions 
imposed  on  the  banks  of  the  Government.  There  are  in  the 
country  £120,000,000  of  monetary  gold,  and  large  reserves  beneath 
the  soil.  Instead  of  merely  piling  up  gold  coin,  which  would  be 
more  useful  elsewhere,  the  States  might  allow  the  note  issues  to  be 
extended  concurrently  with  gold,  while  other  forms  of  banking 
credit  were  taking  root  among  the  people. 

I may  be  offering  myself  as  a mark  for  the  shafts  of  any  extreme 
bullionist  who  is  present,  but  I must  express  my  belief  that  the 
Bank  of  England  is  required  to  keep  too  large  a stock  of  gold  in 
her  issue  department.  In  1845  the  circulation  of  this  country 
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secured  by  gold  was  less  than  one-fifth  of  the  whole ; in  1 882  it 
was  nearly  one-half.  The  fixed  issue  of  the  Bank,  covered  by 
securities  only,  might  be  increased  to  £20,000,000,  or  even 
£25,000,000  with  perfect  safety,  and  with  due  regard  for  the 
principles  of  the  Act  of  1844.  Her  banking  reserve  would  in  this 
way  receive  a large  addition,  while  her  power  of  controlling  the 
money  market  would  be  greatly  strengthened. 

Our  English  system  of  issues  differs  from  almost  every  other 
in  confining  the  circulation  to  notes  of  £5  and  upwards.  In 
Scotland,  out  of  £6,000,000  of  circulation,  nearly  £4,000,000,  and 
in  Ireland,  out  of  £7,000,000  of  circulation,  nearly  £3,000,000, 
were  in  1874  notes  of  less  than  £5.  In  Austria,  the  State  and 
bank  notes  below  £5  form  nearly  one-half  of  the  whole  circulation; 
in  India  they  form  15  per  cent,  and  in  France  40  per  cent.  M. 
Leroy  Beaulieu  wrote  in  the  Economiste  Franqais,  26th  Feb., 
1881,  that  if  the  Bank  of  France  had  sought  to  keep  its  small 
notes  of  50  and  20  francs  before  the  public,  they  would  then 
have  had  £20,000,000  to  £24,000,000  more  gold  in  their  coffers. 
In  the  United  States  the  National  Bank  and  Legal  Tender  Notes 
for  20  dollars  and  under  amount  to  £113,000,000,  or  four-fifths 
of  the  whole  circulation.  In  Australia,  out  of  £5,000,000  of 
notes  in  circulation,  60  per  cent  are  £1  notes. 

It  is  beyond  my  province  in  this  paper  to  elaborate  a scheme 
for  the  issue  of  small  notes  in  this  country,  but  I content  myself 
with  stating  some  of  the  reasons  why  I recommend  their  introduc- 
tion. Plainly  they  are  a popular  and  therefore  must  be  a convenient 
form  of  currency  in  the  countries  which  use  them.  In  Scotland, 
for  example,  they  have  so  completely  extruded  gold  that  it  took  five 
tellers  of  one  of  the  leading  banks  in  Edinburgh  two  days  to  collect 
100  sovereigns  for  the  purpose  of  Mr.  J.  B.  Martin’s  recent  statistical 
returns,  and  for  the  same  tables  one  branch  of  a Scotch  bank 
returned  its  stock  in  trade  of  gold  as  one  sovereign.  Very  likely 
the  same  sovereign  reappears  at  each  annual  audit.  It  is  fair  to 
suppose  that  we  should  find  small  notes  as  handy  a currency  in 
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j this  country  as  they  are  on  the  Continent  and  in  Scotland,  while 

for  the  purpose  of  remittance  they  would  be  more  convenient  than 
gold,  and  would  save  the  trouble  and  expense  of  postal  orders.  It 
, used  to  be  said  that  they  were  especially  liable  to  be  forged,  but 

recent  statistics  do  not  support  this  contention,  and  it  is  now 
seldom  urged.  The  forger’s  skill  appears  to  be  spent  on  other 
L objects,  since,  in,  England,  there  were  745  forgeries  of  £5  notes  in 

1820,  but  only  27  in  1874;  and  during  the  last  fiscal  year  in  the 
! Unite  I States  only 

§420  were  received  by  the  Department  in  forged  Government  notes  of  §5,  but 
I §1380  „ „ „ $20,  and 

$1500  „ „ „ $50. 

Out  of  £100,000,000  in  gold  now  circulating  in  this  countr}', 
-k,  at  least  £50,000,000  are  believed  to  be  light.  Large  sums  in 

sovereigns  and  half-sovereigns  are  in  consequence  retained  by 
bankers  above  their  proj^er  reserves,  because  the  coins  are  too  light 
I for  the  Bank  of  England  to  receive.  Not  long  ago  there  was  a 

complaint  in  the  Times  from  a bank  which  was  burden  d with 
£100,000  in  light  gold.  Mr.  Martin,  in  the  very  valuable 
^ paper  which  he  read  before  the  Bankers’  Institute  last  year, 

cited  the  case  of  a banker  known  to  him,  who,  tired  of  keeping 
so  much  dead  money  in  his  till,  paid  into  the  Bank  of  England 
£47,000  in  light  half-sovereigns,  and  lost  £757  thereby, 
i These  facts  indicate  that  more  gold  is  held  in  circulation  than 

is  necessary  to  carry  on  the  business  of  the  country.  If  a 

^ considerable  part  of  it  were  replaced  by  small  notes  some 

economy  of  our  circulating  medium  would  be  effected  by  the  change, 
and  gold  would  tend  to  gather  in  the  reserves  of  the  Bank  of 
England,  where  it  best  helps  to  foster  trade. 

We  all  remember  the  time  when  the  destinies  of  our  commerce, 
and  of  our  Empire  too,  were  supposed  to  hang  upon  the  issue  of  a 
few  notes  more  or  less.  Cheques,  bills,  and  bank  transfers  now 
I settle  the  great  bulk  of  our  transactions,  while  notes  chiefly  serve 

as  till  and  pocket  money.  The  humbler  part  which  they  now 
take  is  illustrated  in  a table  given  by  Mi%  Martin. 
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Per  cent.  Per  cent, 

of  Circulation.  of  Circulation. 

£1,000  notes  17'  6* 

£5  notes  27*  39' 

I contend  that  in  issuing  small  notes  we  should  simply  be  following 
the  clear  indications  which  many  facts  like  these  afford  us  of 
changes  in  the  tastes  of  the  people  and  in  the  function  of  bank 
notes. 

Small  notes  of  ^1  and  £2  each  would  certaiuly  save  a good 
deal  of  the  wear  and  tear  which  has  brought  our  gold  coinage 
into  its  present  plight,  even  if  coin  or  ljullion  were  held  for 
the  whole  emission,  just  as  in  the  United  States  the  certificates 
I which  are  issued  on  the  deposit  of  gold,  save  wear  and  cost  of 

transit.  They  would,  however,  not  be  worth  contending  for, 
nor  would  they  relieve  the  scarcity  of  gold  unless  a fair 
proportion  was  issued  on  securities.  I’rofessor  Jevons  has 
estimated  that  by  their  issue  we  could  dispense  with  £30,000,000 
in  gold  coins,  and  Mr.  Wm.  Fowler  thinks  that  as  at  least 
£30,000,000  of  notes  would  always  be  in  circulation,  £25,000,000 
might  safely  be  issued  upon  securities,  and  the  rest  upon  gold. 
The  late  Governor  of  the  Bank  of  England  has  expressed  his  opinion 
that  the  amount  of  small  notes  might  approach  £100,000,000.  Of 
course  they  would  only  gradually  find  their  way  into  circulation, 
but  when  the  convenience  of  them  became  apparent  they  would 
come  to  be  regarded  as  necessities  of  daily  life,  and  take  the  place 
of  gold  in  common  use.  They  can  be  made  and  printed  for  |d. 
each.  Eight  millions  of  notes  would  support  a circulation  of 
£50,000,000  for  a year,  and  their  manufacture  would  cost 
£1 7,000.  The  loss  by  wear  on  £50,000,000  of  gold  coins  is  at  least 
as  great,  without  allowing  for  the  expenses  of  mintage.  I do  not 
attempt  to  estimate  the  other  charges  on  the  new  issue.  These 
j cannot,  however,  make  a very  large  addition  to  the  cost  of  the 

I machinery  by  which  bank  notes  are  now  disfributed,  and  probably 

^ nearly  the  whole  of  the  interest  on  the  uncovered  circulation  would 

! be  saved  to  the  State. 
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In  regard  of  the  scarcity  of  gold,  a much  smaller  sum  would  be 
recpiired  each  year  to  replenish  the  currency,  and  the  gold  which 
the  new  notes  replaced  would  swell  our  own  reserves,  and  fiU  the 
diminished  hoards  of  the  world. 

Shortly  then,  in  my  opinion,  we  are  likely  to  find  new  sources 
of  supply,  and  to  have  for  many  years  sufficient  gold  for  our  wants. 
The  currencies  of  the  world  are  full  of  gold,  and  only  a small 
increment  will  each  year  be  wanted  to  preserve  their  efficiency. 
On  the  other  hand  we  are  using  every  year  a larger  amount  of  gold 
in  the  industrial  arts,  and  there  is  a danger  that  in  this  way  we  are 
spending  our  reserves  too  lavishly.  As  mining  enterprise  is  at  the 
best  uncertain,  and  as  sudden  demands  may  be  made  upon  our 
store,  while  I do  not  regard  the  situation  with  alarm,  I venture  to 
press  upon  your  attention  the  simple,  economic,  and  effective 
remedies  for  a scarcity  which  I have  just  suggested. 

APPENDIX  A. 

Nations  a7id  Populations  undo'  the  Gold  System, 


1883. 

Great  Britain  35j000j000 

Portugal  4,200,000 

Australia  2,800,000 

Cape  of  Good  Hope  and  Canada  6,800,000 

Argentine  Republic. 1,900,000 

Germany  45,194,000 

Denmark  1,969,000 

Sweden  and  Norway  6,479,000 

United  States  50,200,000 

Spain 16,900,000 

Italy  28,450,000 

Holland 4,100,000 

203,892,000 

France  37,400,000 

Belgium  5,600,000 


43,000,000 
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APPENDIX  B. 

Gold  in  Circulation  and  in  ]veserves. 

From  the  Report  of  the  Director  of  the  United  States  Mint,  1882. 


United  States 

Great  Britain  and  Ireland  ... 

Dominion  of  Canada  

Australasia  

France  

Belgium  

Switzerland 

Italy 

Greece  

Spain  

Portugal  

Turkey 

Germany 

Austro-Hungary 

Sweden  and  Norway  

Denmark  

Netherlands  

Kussia  

Mexico 

Central  America 

Argentine  Republic  

Colombia 

Peru 

Venezuela 

Cuba 

Cape  of  Good  Hope  

J apan  

Algiers 

Hayti  


Circulation. 

In  Dollars. 

' Treasury  Reserve. 

Bank  Reserve. 

563,631,455 

138,375,902 

123,943,999 

592,000,000 

9,026,000 

3,026,000 

5,500,000 

54,214,123 

54,214,123 

874,876,000 

193,776,831 

103,000,000 

» • » • « 

20,000,000 

144,750,000 

100,000,000 

22,000,000 

1,000,000 

130,000,000 

775,444 

48,000,000 

15,000,000 

387,143,742 

125,000,000 

32,751,545 

32,751,545 

21,072,000 

12,662,315 

10,000,000 

7,772,000 

29  304,722 

119,209,784 

10,000,000 
2,318,381 
4 000,000 

500,000 
62,085  i 

62,085 

10  000,000  ! 

27,890,000  i 

24,000,000 

30'000'000 

8,092,000 

99,852,138 

10,399,626 

955,988 

10,071,773 

35,773 

4,053,000 

4,000,000 

. 3,353,673,748 

252,(512,745 

614,783,886 

0\ 


